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Fuel used in a ready-mix cement truck to rotate the mixing drum will qualify as production
related tangible personal property for purposes of using manufacturer’s purchase credit.   The
amount of fuel used or consumed in transportation of the truck will not qualify as production
related tangible personal property.   The amount of fuel used in a qualifying manner to rotate
the drum may be stated as a percentage of the entire amount of fuel used or consumed by the
ready-mix truck.    See 86 Ill. Adm. Code 130.331(b)(4)(E).    (This is a GIL).

January 22, 2002

Dear Xxxxx:

This letter is in response to your letter dated November 13, 2001.   We apologize for the delay
in responding to your inquiry.  The nature of your letter and the information you have provided require
that we respond with a General Information Letter, which is designed to provide general information,
is not a statement of Department policy and is not binding on the Department.  See 2 Ill. Adm. Code
1200.120 subsections (b) and (c), which can be found at
http://www.revenue.state.il.us/legalinformation/regs/part1200.

In your letter, you have stated and made inquiry as follows:

I am writing you for a Private Letter Ruling on the issue of production related tangible
personal property with reference to MPC.

We are a ready mix concrete company, in which we manufacture concrete and deliver
the concrete to job sites where we make retail sales of the concrete. Our mixer trucks
do qualify for the Manufacturing exemption. The mixer trucks are powered by diesel
fuel, 86 Ill.Adm.Code 130.331(b)(4)(b) states that fuel used in the mixer trucks do
qualify for production related tangible personal property.

In a private letter ruling that you issued to us on June 8, 1999, you stated that we could
only claim the amount of fuel that we claimed on our Illinois Motor Fuel tax returns as
being off road use. The maximum % amount is 25%. The 25% represents the extra fuel
needed to power the mixer offroad per 86 Ill.Adm.Code 500.235.

We are of the opinion that the percentage for manufacturing is more than 25%. In our
opinion, all fuel used to power the cement truck while loaded is considered production
related. We make this claim because the motor that propels the mixer truck down the
road also turns the drum. This was established in the Vans material case. So the same
fuel does a duel purpose. While one purpose of propelling the truck down the road is not
production related, the other purpose of turning the drum is production related.



Since the MPC rules do not require an item to be used primarily for manufacturing, we
feel that one of the fuel purposes described above is production related, and we should
not have to separate the fuel for MPC purposes as we do for Motor Fuel tax purposes.

Please provide us with a ruling on the specific issue of whether all fuel used in the mixer
truck while the trucks are loaded qualifies for production related tangible personal
property used in manufacturing, allowing us to apply the MPCs for the sales tax.

DEPARTMENT’S RESPONSE:

Since your letter ruling was issued, the Department’s Administrative Rules regarding the
Manufacturer’s Purchase Credit (MPC) have been amended regarding this specific issue.    See the
enclosed copy of 86 Ill. Adm. Code 130.331.  Subsection (b)(4)(E) of Section 130.331 states:

“E)   Fuel used in a ready-mix cement truck to rotate the mixing drum in order to
manufacture concrete or cement.   However, only the amount of fuel used to rotate
the drum will qualify.   The amount of fuel used or consumed in transportation of
the truck will not qualify as production related tangible personal property.  The
amount of fuel used in a qualifying manner to rotate the drum may be stated as a
percentage of the entire amount of fuel used or consumed by the ready-mix truck.”

Based on the above provisions, only the amount of fuel used to turn the drum would qualify as
production related tangible personal property for purposes of using MPC.

I hope this information is helpful.  The Department of Revenue maintains a website, which can
be accessed at www.revenue.state.il.us.  If you have further questions related to the Illinois sales tax
laws, please contact the Department's Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter Ruling regarding your
factual situation, please submit all of the information set out in items 1 through 8 of Section
1200.110(b) described above.

Very truly yours,

Terry D. Charlton
Associate Counsel

TDC:msk
Enc.


